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REPORT OF AUDIT
OF
FINANCIAL BUDGETARY ACCOUNTS
AS OF 30 APRIL 1957
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1. This report covers an audit at various dates between 31 Jamary and
30 April 1957 of Finance Division general ledger budgetary accounts listed
below and subsidiary allotment records maintained by the eight area divisions;

b

e
« 5o
S

Account 135 - Confidential Funds Allotted for Confidential
Operations

Account 136 - Distursements of Appropriated Funds Chargeable
to Confidential Funds Allotments - DCI
Certification

Account 137 - Disbursements by Fiscal Chargeable to Con-
fidential Munds Allotments ~ No DCI Certifi-
cation

Account 138 - Disbursements of Appropriated Funds Chsrgeable
to Confidential Funds Allotments - Awaiting
DCI Certification

Account 510 - Unobligated Allotments

Account 520 - Unliquidated Obligations

Aceount 530 - Lxpended Appropriations

Our tezt of aliotment records will be axtended to a limited mimber of offic

under the Deputy Director (Support), and our coxmnents thereon will be inclu
in a ssparate report.

Scope of audit

2. The audit included a review of budgetary accounting procedures and
an examimation of selected transactions. iie ingquired into unliquidated
obligationsto the extent practicable and reviewed the status of allotments.
Particular attention was given to the manner in which allotment records were
maintained by the area divisions.

Allotmont record procedures

3. Allotment record pr res for Demty Dire{t%r (Flans) Headquarters
allottcaes are contained in dated 30 June 1953. A condensed version
of this notice was issued to Deputy Director (Intelligence) allottees and to
the 0ffice of Training effective 1 July 1955, as announced in Comptroller
Notice No. 16~55 of the same date. Individnal Deputy Director (Suppcrt) 25X1
allabt,aes racaﬂ ved a simila.r condansed vers:a.on informally on vaz'ious dates
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" Status of fiscal vears 1955 = 1956 allotment records

Lho Summary balances shown in general ledger budgetary control accounts
510, 520, and 530 are itemized by project and by individual transaction on
the subsidiary allotment contyol records maintained by allottees, and these
records are an integral part of the Agency’s official accounting system. In
some instances, however, the allotment control records applicable o fiscal
vears 1955 and 1956 were not in agreement with the general ledger accountso
This was caused primarily by fallure of allottees to maintain the allotment
Tecords on a current basis. Although complete and current maintenance of the
allotment control records for a large number of projects for three active
fiscal years i8 a good-sized job, it is usually the respensibility of only
one or Lwo employees. Often the employee(s) invelved has besn unable to cover
all aspects of the work and has concentrated on the essential task of posting
transactions applicable to the year then current. AS a resuli, maintenance of
the two prior years! rscords (in this instance fiscal years 1955 and 1956) has
fallen behind ecasiderably in some divisicns.

5. Of the eight area divisions, only IO and EE Divisions were current on
fiscal year 1955-1956 record-keeping. The other area divisions are worlking
toward a current status for these years except for SE, NEA, and WH Divisions
which consider it impracticable because of the prohibitive time expenditurs
involved in thelr particular cases (WH Divisien is hopeful of bringing its
fiscal year 1956 records up to date). The Compircller should review the
situation in the latter divisions and determine the minimum action necessary
to provide satisfactory subsidiary records under the circumstances, Somz of
the more imperient record-keeping duties which had not been performed in meuy
cases subszquent to 30 June 1955 aend 1956 were (a) current posting of expendi-
tures and adjustment of previcusly obligated amounts, (b) monthly reconciliation
of aliotment control record totals with comparable Finance Division amounts,
and (e¢) the monthly submission of a cumlative obligatiens report to Finance
Division. OSince the allotment control records are am integral part of the
accounting system, every effort should be made to maintain them in a current
and accurate manner. Failure to do so resulis in erroneous budgetary date
for individual projects, misstatement of general ledger budgetary sccounts, and
loss of accounting control over unliguidated obligations. It is recommended
that theComptroller make periodic inspectiens of allotment records so as to
render any necessary guidance and assistance to the allottees in the maintenance
of these records. Such visits would also orovide an excellent opoorbunity to
discuss o:her budgetary and fiscal matters, o

Status of fiscal year 1957 allotment records

-~ 6o firea division allotment records for f£iscal year 1957 are generally
in sgtisfactory condition. However, NEA and SE Divisions should give more
attention to certsin aspects of the wrk. Our recommendations to NEA Divie
sion on the maintenance of fiscal year 1957 records are contained in a sapa-
rate memoiandum. SE Division had not reconciled its allotment records to
Finance Division balances. Also, it wes difficult %o locate specific obligate
ing documeits because project files generally did not differentiate between
liquidated and unliquidated obligations and documents applicable to the three
active yerrs were intermingled. OSE Division has already started gorrective
action on both these items. All area divisions should of course, maintain
fiscal yeer 1957 and succeeding year records on a current basis and in the
prescribec manner until the allotments lapse.
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Qvercbligation of allotments

7. Finance Division "Status of Allotments" report as of 30 April 1957
showec. a fairly large number of individual area division allotments to be over-
obligated (i.e., expenditures or obligations in excess of allotments). How=—
ever, each area division stayed within the over-all limitation of total funds
allotted to it. Overobligations taken from the Finance Division report are
presented in the following tabulation. The overobligation may be increased
or decreased when area divisions complete the reconciliation of allotment con-
trol records to Finance Division's balances.

Overcobligations
FY 1957 FY 1956 FY 1955
ffumber of Fumber of Tumber of
Division Alloctments Amount Allotments Amount Allotments ‘ Amount
10 1 5 3,176 1 $ 1,515 1 $ 2,059
EE 3 10,055 8 40,965 10 18,443
SE 3 10,594 9 43,317 5 5k, LOly
SR 1 39,015 2 3,815 1 L,26L
WH i3 18,819 3 63,291 17 37,699
WE a/ LO a/ 536,167 7 237,987 é 2,321
FE R 18,108 _30 195,598 29 299,522
N 8705,552 123 $76L,6hh 2 $727,l27

a/ Funds for the period 1 April ~ 30 Juns 1957 had not
been credited to the allotment accounts as of 30 April.
As of 31 YMay there were ssven projects with overobliga-
tions totaling 310,082,

8. Area divisions may, and frequently do, request increases and de-
creages during the year in individual project allotments as operational needs
dietate, subject to individual project limitations set by the Project Review
Commitise or other authority and the over-all ceiling of the anmual funding
program. The Office of the Comptroller, Budget Division, usually approves
all such requests. Similar approval has not been granted for supplemental
allotments requested after the close of the fiscal year except on a selective
basis; because the Budget Division believes that supplemental allotments should
be requested and approved in advance of cbligation and not made for the purpose
of eliminating “red" balances on the allotment records. Area divisions have
expressed the opinion that they should be allowed more flexibility in the man-
agement of their funds and should be permitted to rearrange their allotment

structvre within their existing funds after the close of the year when all
transactions have besn fimally recorded and some "red" balances have devealoped.
They point cut that the mature of the Ageney's operations meke accurate fore-
casting extremely difficult in many cases. They also state that they are
frequently requested to relinquish part of their funds to finance an emergency
operation only to discover later that commitments already in process in the
field have caused the reduced allotments to become overcbligated. Although
area divisions are indesd faced with difficult administrative problems in the

:nogtguqélgﬁ gaﬁ;jgct allotnents s 3t should be ﬁﬁﬁ%ﬁ 0 3@@{?{0 1ations
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years whien allotiees enjoy more flexibility thraugh a greatly reduced mumber of
allotments, as contemplated in Bureau of the Budget Bulletin Ho. 57-5. In the

meantimn every possible effort should be made to stay within anthorized allot-

ments, particularly in view of the increasingly tight funds situation.

Unliquidated obligations

25X1 9. Summary data on unliquidated obligations as of 30 April 1957 for area

divisiors; compared to total obligations for these divisions, is presented in
the follswing tabtulation:

25X1

Specific information is available, of course; only on those unliquidated obli-
gations applicable to the Headquartsrs portion of project allotmenits (details
are not ordinarily available on obligations reported in station accountings).
The bulk of charges to Headquarters portions of allotments were for rocutine
administrative items such as payroll and travel, except for I0 Division where
charges ~opresented primarily operational advances.

Approved For Release 2002/07/12 : CIA-RDP79-00065A000200120008-8
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in response to such a request. iie believs that results obtained may warrant

extending the practice and suggest that the Depubty Director (2lans) give con~
sideration to initiating it as uniform periodic procedure for all area divi-

sions,

Miscellaneous audit findings

1l. Some other miscellaneous audit findings are discussed hmeﬂy in the
following paragraphs:

a, Three divisions (SE, FE, and I0) maintain the allot-
ment control records in pencil, We believe that these
formal accounting records should be maintained in ink.

b. The estimated cosl of PCS travel from Headquarters to
Clagss A stations ig obligated on the latter's records
since travel accountings will be rendered in the field.
SE Division also obligates this item during the year
against the Headquarters portion of the allotment for
reference purposes and then reverses the accumulated
amount at the year end. This practice causes a tempo-
rary duplication of ohligations (£155,150 for ome fis-
cal year 1956 a.llotment) and should be discontimed.

Co A few instances were noted where correction of the
fiscal year was made on expenditure documents by Finance
Division without notifying the area division involved,
Finance Diviaion Operating Procedure No.[  |issued
25X1 subsequent to these cases requires that area offices be
advised of all such corrections.

- Property aathorization records

12, Although we reviewed property authorization records and examined
selected transactions, we did not make a comprehensive study of applicable
procedures because a representative of the Office of the Comptroller informed
us that revisions probably will be made in the present property authorization
system under Agency implementation of the "Improvement of Financial Manage-
ment” program. Ve noted that three area divisions were maintaining property
authorization control records in a manner different than preseribed by
HB [ | as discussed below:

8, NEA and 4F Divisions do not record property authoriza-
tion transactions in the spaces provided on the present
allotment combrol recoxrd but use separate forms which
provide space only for requisitions and not for property
issues. Thus, these subsidiary records cannot be related
directly to Finance Division general ledger control ac~
counts for issues and unfilled requisitions.

b, SE Division uses the mrescribed property record tut doss
not post property issues monthly from the IBM listing

Approved For Release 2002/07/12 : G 9-00065A000200120008-8
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provided. Instead, it accumlates issues on a separate
worksheet and, when requisitions are completely filled,
posts total issues for each requisition to the property
authorization comtrol record. Under this method post-
ings to the property authorization control records are
not made concurrently with postings to Finance Division
general ledger accounts and therefore amounts shown for
25X1 issues and unfilled requisitions will usually differ

fram those shown by Finance Division,

The Comptroller should review the property authorization procedures followed

by NEA, WE, and SE and determine whether they represent satisfactory
compliznce with HB

Administrative Action Requested

13, The matters commented upon in this report which, in our opinion, re-
quire administrative action are summarized as follows: '

Action by the Deputy Dirsctor (Plans)

a, Complete the work on fiscal year 1957 records (SE
Division) and maintain fiscal year 1957 (and suc~
ceeding years) allotment records on a current basis
and in the prescribed mamner until the allotments
lapse, (Paragraph 6) :

b, Make every effort to stay within authorized allot-
nents., (Paragraph 8) .

¢. Review for possible cancellation or adjustment the
Headquarters unliquidated obligations for fisecal |
year 1955 and .1956., (Paragraph 10) -

d. Give consideration to a uniform procedure for the
periodic circularization of field stations for possible
cancellation or adjustment of unliquidated obligations.

\ (Paragraph 10) : 7 o

e. Maintain allotment control records in ink. (Paragraph 1la)
£. Discontime recording PCS travel expense to Class A sta-

tions against the Headquarters portion of project allot-
nents., (Paragraph 11b) _

Action by the Comptroller

g. Complete the preparation and issuance of a Handbook on
allotment control procedurss for Headquarters allotises.

(Paragraph 3) :

Approved For Release 2002/07/1%%ﬁg%@?DP79-00065A000200120008-8
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Jetermine action xrecessary by SE, NEA, and WH
Divisicns to provide satisfactory subzidiary
records. ({Paragraph 5) ‘

A
Consider makling periocdic inspections of the allote
ment vecords of all allottees. (Paragraph 5)

Review the property authorization procedures followed
by NEA, SE; and WE Divisions and determine t x J
they represent satbisfactory compliance with

(Paragraph 12)

Headouervters Audiy Division
Date ~ leporit: 27 June 1957
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